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H ALLOWING VARIABLE INTEREST RATES FOR INDIAN
FUNDS HELD IN TRUST BY THE UNITED STATES

SEPTEMBER 5, 1984.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. UpaLr, from the Committee on Interior and Insular Aflairs,
submitted the following

REPORT

[To Accompany 8. 2000)

[Including cost estimate of the Congressional Budget Office)

The Committee on Interior and Insular Affairs, to whom was re-
ferred the bill (S. 2000) to allow variable interest rates for Indian

" Page 1, line 3, strike all after the enacting clause and insert the
Tollowing in lieu thereof :

£

k. That the first section of the Act of February 12, -1929 (26 U.8.C. 161a) 18
; fmended as follows: “That all funds held In trust by the United States and

- bill
¢ . The amendment 1s as follows :

it of Indian tribes shall be invested by the Secretary of the Treasury, at
request of the Secretary of the Interior, in public debt securities with maturi-
tles suitable to the needs of the fund involved, as determined by the Secretary
of the Interior, and bearing interest at rates determiued by the Secretary of
the Treasury, taking Into consideration current market yleids on outstanding
mrketable obligations of the United States of comparable maturities.”,

Porrose

*The Eurpose of S. 2000 is to é)rovide authority for the payment of

Varia le rate of interest on In 1an tribal trust funds in the Treasury
the United States.

Backerounp

8. 2000 and its House companion bill, H.R. 4291 by Mr. Udall and
8, were introduced at the re?uest of the Administration. The bill
nds existing law providing for the payment of interest on trust
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.ands of Indian tribes in the U.S. Treasury where interest is not other-
wise provided by law.

The existing law, Act of February 12, 1929 (25 U.S.C. 161a), pro-
vides that simple interest of 4 percent shall be paid on tribal accounts
in the Treasury in excess of $500 if a different rate of interest is not
provided by other law.

Indian trust funds are under the management of the Secretary of
the Interior, in cooperation with the Secretary of the Treasury. Under
normal circumstances, Indian trust funds are invested under authority
of 25 U.S.C. 162a. This authority permits the Secretary of the Interior
to invest such funds, at market rates, either in obligations of federall
insured banks or through direct purchase of U.S. securities. '

25 U.S.C. 161a is stop-gap autEority, permitting the payment of in-

terest on such funds in the U.S. TreasurK prior to investment under -

25 U.S.C. 162a or during float periods. The average amount of funds
subject to section 161a 1s about $8,000,000. At the 4 percent interest
rate, that amount earns approximately $320,000. At a more current
rate of 914 percent, it would earn $760,000.

S. 2000 amends section 161a to permit the Secretary of the Treasury
to pay a variable interest rate on these funds taking into consideration
current market yields on U.S. obligations of comparable maturities.
It further ties the rate to the average of the highest payable on short
term obligations of the United States.

COMMITTEE AMENDMENT

As submitted by the Administration, the legislation provided that
the subject trust funds would be invested in public (f:abt securities
with interest rates determined by the Secretary of the Treasurer, tak-
ing into consideratioin current yields on outstanding marketable se-
curities of the U.S. of comparable maturities. The Senate amended the
bill to further tie the interest rate to the short term securities of the
United States. The amendment was adopted with the understanding
that this would insure a higher rate of return for Indian tribes. The
Administration objected to the amendment on the grounds that it
would, in fact, resu}t in a lower rate of return. The Committee amend-
ment accepts the Administration’s position and strikes the language
added by the Senate. ' "

SECTION-BY-SECTION ANALYSIS a

Section 1 amends the Act of February 12, 1929 (25 U.S.C. 161a) to
provide that trust funds of Indian tribes in the United States Tress-
ury, upon which interest is not provided for by other law, shall be
invested in public debt securities of the United States and shall bear
interest at rates determined by the Secretary of the Treasury talking

into consideration current yield on U.S. obligations of similse

maturities.
CostT AND Bupcer COMPLIANCE

The cost analysis of S. 2000, as reported, prepared by the Congres-
sional Budget Office follows: ' ‘ il

ommends enactment of S, 2000, as amended.

'+ The executive communicatio
n fr
: dlted August 20, 1983, follows :

c U.Ss. CoNaRess,
ONGRESSIONAL Bupagy OrFice,

Waahz’ngton, DC, August 9,1984.

'est rates for Indian fund
tates, as g de |
by the pros : | ) mended and ordered re orted
1384. se Committee on Interior and Insulay Affairs, August. 8,

Enactment of this bi) would i
_ y require the Secreta
to p’?‘{'e t;shnghti:' }ntepest rate than the 4 percent now i{q(:lfutél: fgﬁf&?
she woull(lirybeo dts lbn trust for some Indian tribes. Under S. 2000 ch
urrent. sl ff)er mirligfa bSlZc:;(le)tlziu'y,t .taking into consideration the
me: ; :ia:‘}:’f’s ti)'.‘“these lfunds averageg :plgrrlgx(i)m Lely §6 i ponturities
1 bill would raise annual inter:
8pproximately $320,000 to abouf %%fgo'o'fte'm on these funds

" “I)fq ggtzhvg;:.h further details on this estimate, we will be pleased to
Sincerely,
Ruboren G. Penner.
INFLATIONARY IMPacr STATEMENT
Enactment of S. 2000 would have no inflationary impact,

OvVERsIGHT STATEMENT

No specific oversi iviti
ght activities were unde
and no recommendations were A
subn
to rule X, clause 2(b)2. rtted to

rtaken by the Committee
the Committee pursuant

ComMMITTEE RecoMMEeNDATION

* The Committee on Interior and Insular Affairs, by voice vote, rec-

Execurive CoMMUNICATION

om the Department of the Interior,

U.S. DePARTMENT OF THE INTERIOR,
FFICE OF THE SECRETARY,

- f}“‘- MO}“];P- O'New, Jr., Waskington, DC, August 30, 198.
reakero the B )
 Waskington, Do, 1 Fepresentatives,

. DEsR MR. Speaxer:
able interest rates for Indian funds hel

We recommend that the draft bill be introduced, referred to the

R - . .
g 8ppropriate committee for consideration, and enacted.
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The draft bill would amend the Act of February 12, 1929 (25 U.S.C.
161a) to provide that Indian tribal funds held in trust by the United
States shall be invested by the Secretary of the Treasury in public debt
securities and bearing interest at rates determined by the Secretary
taking into consideration current market yields.

Currently, all Indian trust funds over $500 that are held by the
United States bear simple interest at a rate of 4 percent per annum.
Interest rates for many other trust and escrow accounts held by the
United States, however, are adjusted semiannually to reflect changing
interest rates. To illustrate, the average return on the Alaska Native
Escrow Fund (43 U.S.C. 1613(e)) in the United States Treasury for
the year ending June 30, 1980, was 10.38 percent. With an average
daily balance of approximately $5 million for that year, Indian trust
funds would have earned $519,000 at this rate, Instead, at the 4 percent
rate, those same funds earned only $200,000.

The 4 percent interest rate for Indian trust funds was mandated
in 1929, reflecting credit conditions of that era. In order for the Fed-
eral Government to better fulfill its trust responsibility to the Indian
people and to make the return .on all trust funds more equitable in
today’s economic climate, Indian trust funds should be provided a
more flexible rate of interest. The draft bill would accomplish this by
providing for a variable rate of interest on Indian tribal }:mds held in
trust by the United States. o

The Office of Management and Budget has advised that there is no
objection to the submission of this proposed legislation from the stand-
point of the Administration’s program.

Sincerely, » .

' Kennern L. SmrTa,
Assistant Secretary, Indian A ffairs.
Enclosure.

A BILL To allow variable interest rates for Indlan funds held in trust by the
United States

Be it enacted by the Senate and the House of Representatives of the
United States of America in Congress assembled, That the first section
of the Act of February 12,1929 (25 U.S.C. 161a) is amended to read
as follows: “That all funds held in trust by the United States and
carried in principal accounts on the books of the United States
Treasury to the credit of Indian tribes shall be invested by the Secre-
tary of the Treasury, at the request of the Secretary of the Interior,
in public debt securities with maturities suitable to the needs of the
fund involved, as determined by the Secretary of the Interior, and
bearing interest at rates determined by the Secretary of the Treasury,
taking into consideration current market yields on outstandin5
marketable obligations of the United States of comparable maturities.

Cranors IN Existing Law

In compliance with clause 8 of rule XIII of the rules of the House of
Representatives, changes in existing law made by the bill, S. 2000, are
shown as follows (existing law proposed to be omitted is endorsed in
black brackets, new matter is printed in italic, existing law in which no
chango is proposed is shown in roman):

5
Acr ofF FEenruary 12, 1929

(45 Stat. 1164, as Amended 25 U.S.C. 161a)

[That all funds with account balances exceeding $500 held in trust
by the United States and carried in principal accounts on the books of
the Treasury Departnient to the credit of Indian tribes, upon which
interest is not otherwise authorized by law, shall bear simple interest
at the rate of 4 per centum per annumn.] 7'hat all funds held in trust by
the United States and carried in principal accounts on the books of the
United States Treasury to the credit of Indian tribes shall be invested
by the Secretary of the T'reasury, at the request of the Secretary of the
Interior, in lic debt securities with maturities suitable to the needs
of the fund involved, as determined by the Secretary of the Interior,
and bearing interest at rates determined by the Secretary of the Treas-
ury, taking into consideration current market yields on outstanding
marketable obligations of the United States of comparable maturities.
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